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HAHN  DEPARTMENT  STORES,  INC. 
1440  BROADWAY 
NEW  YORK 


March  25,  1935 


EXECUTIVE  OFFICES 


TO  THE  STOCKHOLDERS: 

The  annual  report  of  Hahn  Department  Stores,  Inc.  and  subsidiaries  for  the 
fiscal  year  ended  January  31,  1935,  which  includes  a  Consolidated  Balance 
Sheet,  Statement  of  Consolidated  Income  and  Statements  of  Earned  Surplus, 
Capital  Surplus  and  Reserve  for  Contingencies,  etc.,  certified  by  Ernst  & 
Ernst,  Public  Accountants,  is  submitted  herewith. 

The  Company  through  a  newly  formed,  wholly  owned  subsidiary,  Smith- 
Kasson,  Inc.,  purchased  the  assets  of  Smith-Kasson  Co.  of  Cincinnati,  Ohio, 
as  of  June  9,  1934.  All  of  the  common  stock  of  Pomeroy’s,  Inc.,  operating 
department  stores  in  Reading,  Harrisburg,  Wilkes-Barre  and  Pottsville, 
Pennsylvania,  was  purchased  as  of  September  19,  1934-  Pomeroy’s,  Inc. 
own  all  of  the  stock  of  Pomeroy  Realty  Company,  a  real  estate  subsidiary. 
Operating  figures  for  each  of  these  companies  from  dates  of  acquisition  are 
included  in  the  Statement  of  Consolidated  Income. 

Net  sales  of  $82,075,720,  as  shown  in  the  report,  include  sales  of  Smith- 
Kasson,  Inc.  and  Pomeroy’s,  Inc.  from  dates  of  acquisition.  Net  sales  for 
stores  owned  throughout  the  year  were  $77,828,942  which  compares  with 
$70,828,131  for  the  same  stores  in  the  preceding  year.  Net  sales  for  the 
twelve  months’  period  ended  January  31,  1935  for  all  stores  owned  on  that 
date  were  $86,934,339- 

Consolidated  net  profit  for  the  year  was  $1,127,331  after  providing  $155,000 
for  estimated  federal  income  tax  and  deducting  $31,391  for  dividends 
accrued  from  date  of  acquisition  on  the  preferred  stocks  of  Pomeroy’s,  Inc. 
in  the  hands  of  the  public.  This  compares  with  a  net  profit  of  $24,745  for 
the  preceding  year.  Price  levels  were  fairly  well  stabilized  throughout  the 
year  for  the  first  time  since  the  inception  of  the  Company.  The  gross  profit 
percentage  was  lower  than  that  of  the  preceding  year  because  the  general 
rise  in  price  levels  during  the  summer  of  1933  increased  the  gross  profit 
percentage  of  that  year.  The  additional  sales  volume  and  an  accompanying 
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decrease  in  expense  percentage  offset  the  decrease  in  gross  profit  percentage 
and  resulted  in  an  improvement  in  final  net  profit  of  $1,102,586. 

As  shown  by  the  accompanying  Consolidated  Balance  Sheet,  the  Company 
continues  in  a  strong  financial  condition.  Cash  at  January  31,  1935, 
$4,941,173,  was  in  excess  of  total  current  liabilities.  Net  current  assets 
increased  $2,337,225  during  the  year.  The  current  ratio  at  January  31, 
1935,  was  6  to  1. 

A  reserve  of  $1,593,116  is  carried  to  provide  for  losses  on  customers’ 
accounts  receivable  totaling  $12,610,573-  As  at  the  close  of  the  preceding 
year,  the  amount  of  reserve  required  at  January  31, 1935,  was  determined  by 
an  age  analysis  of  each  individual  account.  This  reserve  is  believed  to  be 
adequate  to  cover  all  probable  losses.  Operating  expenses  have  been 
charged  with  an  adequate  provision  for  bad  debts  for  the  year’s  operations. 
Collections  have  shown  a  consistent  improvement  throughout  the  year. 
Merchandise  inventories  were  valued  not  in  excess  of  the  lower  of  cost  or 
market,  as  determined  by  the  retail  inventory  method.  All  known  inven¬ 
tory  losses  were  absorbed  during  the  vear.  An  age  analysis  of  the  January 
31,  1935  inventory  shows  that  78.4%  was  less  than  six  months  old  and 
92.1%  was  less  than  one  year  old. 

The  acquisitions  of  Smith-Kasson,  Inc.  and  Pomeroy’s,  Inc.  resulted  in 
a  substantial  increase  in  the  permanent  asset  investment.  Net  additions  to 
permanent  assets  during  the  year,  other  than  by  acquisition  of  subsidiaries, 
totaled  $335,994.  Permanent  assets  carried  at  an  original  cost  of  $1,396,262 
became  fully  depreciated  on  the  books  during  the  year  and  therefore  this 
amount  has  been  eliminated  from  both  the  asset  and  the  reserve  for  depre¬ 
ciation  accounts. 

Long  term  obligations  were  increased  by  the  acquisition  of  Pomeroy’s,  Inc. 
and  at  January  31,  1935  amounted  to  $11,107,350  of  which  $262,500, 
maturing  in  1935,  is  shown  as  a  current  liability.  Long  term  obligations 
maturing  in  1936  total  $1,487,500. 

Changes  during  the  year  in  the  Reserve  for  Contingencies,  Revaluation  of 
Merchandise,  etc.,  are  set  forth  in  a  separate  statement.  This  reserve  was 
increased  as  a  result  of  the  acquisition  of  Smith-Kasson,  Inc.  and  Pomeroy’s, 
Inc.  and  by  the  transfer  of  $193,358  from  the  reserve  for  bad  debts  represent¬ 
ing  the  excess  of  reserve  over  requirement.  Adjustments  in  real  estate 
taxes  totaling  $77,582  applicable  to  prior  years  have  been  charged  against 
this  reserve. 

The  last  annual  report  stated  that  real  estate  was  one  of  the  Company’s  most 
difficult  problems  and  that  some  of  the  rental  reductions  received  were  on 
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a  year  to  year  basis.  Certain  of  these  reductions  have  been  extended  for 
the  life  of  the  leases,  some  have  been  extended  for  a  definite  term  of  years, 
while  others  are  still  in  process  of  negotiation.  The  total  amount  of  rent 
paid  by  stores  owned  throughout  the  year  was  approximately  the  same  as 
in  the  preceding  year.  Rent,  taxes,  and  insurance  on  real  estate  totaled 
$4,003,833  for  the  year.  $998,144  was  charged  to  expense  as  a  provision 
for  depreciation  on  buildings,  fixtures,  and  equipment.  The  annual  interest 
charge  on  long  term  real  estate  obligations  outstanding  on  January  31, 1935 
is  $537,134.  The  Company  owns  the  real  estate  occupied  by  several  of  the 
larger  stores.  Real  estate  and  leaseholds  continue  to  be  major  problems  of 
the  Company  and,  as  such,  are  receiving  constant  attention  of  management. 
Preferred  stock  dividends  in  arrears  amounted  to  $4,280,279  at  January 
31,  1935.  The  Company  was  also  in  default  to  the  extent  of  $2,235,642 
under  its  charter  obligation  to  retire  preferred  stock  against  which  it  may 
apply  the  preferred  stock  now  held  in  its  treasury,  23,768  shares,  at  then 
current  market  values.  The  present  annual  dividend  requirement  on 
preferred  stock  is  $1,388,200.  Preferred  stock  purchase  fund  obligations 
required  by  the  present  charter  total  $831,500  per  annum. 

The  Company  has  shown  substantial  progress  in  sales  volume  and  net  profit 
trends  as  a  result  of  improvements  in  methods  and  executive  personnel. 
It  is  believed  that  operating  results  will  continue  to  compare  favorably  with 
those  of  similar  organizations.  The  Board  of  Directors  believes  that  this  is 
the  time  to  adjust  the  capital  structure  of  the  Company  to  existing  condi¬ 
tions  and  have  unanimously  approved  a  plan  that  will,  when  ratified  by  the 
stockholders : 

(a)  Adjust  all  preferred  stock  dividends  to  June  30,  1935; 

(b)  Reduce  preferred  stock  dividend  requirements  for  the  future;  and 

(c)  Place  sinking  fund  obligations  on  a  percentage  of  profits  basis. 

The  proposed  plan  is  set  forth  in  detail  in  a  separate  letter.  It  will  be  voted 
on  by  stockholders  at  a  special  meeting  to  be  held  May  6,  1935.  Your 
approval  of  the  plan  is  requested. 

Respectfully  submitted, 

/ 

/  - 

President. 
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ASSETS 

Current: 

Cash . 

State,  county  and  local  warrants  and  marketable  securities  (at  market) .... 
Accounts  receivable — customers: 


Current  accounts .  $  8,934,597.78 

Deferred  payment  accounts .  3,675,975-16 


HAHN  DEPARTMENT  ST(I  INC 
Consolidated  Balanctm  —  Ja 


$  4,941,173.70 
65,952.75 


Total . 

Less — reserve  for  bad  debts. 


$12,610,572.94 
1,593,116.08  11,017,456.86 


Accounts  receivable — vendors,  lessors,  operators  of  leased  departments,  etc..  277,810.83 
Merchandise  inventories  (including  $1,183,373-75  for  merchandise  in  transit 

and  at  mills) .  12,163,339.07 


Total  current  assets .  $28,465,733-21 

Other: 

Insurance  and  other  deposits .  $  216,068.87 

Local  investments  (less  reserve  $32,700) .  132,877.84 

Deposits  in  closed  or  restricted  banks  (less  reserve  $59,800) .  48,540.66 

Sundry  notes  and  accounts  receivable .  65,916.55 


Total  other  assets. 


463,403.92 


Permanent  (at  cost): 

Land .  $14,721,208.09 

Buildings  and  improvements .  $  6,255,722.41 

Less — reserve  for  depreciation .  1,311,762.91  4,943,959-50 


Store  fixtures  and  equipment . . 
Less — reserve  for  depreciation. 


$  9,045,961.48 

4,639,270.23  4,406,691.25 


Total  permanent  assets . 

Deferred: 

Unexpired  insurance  premiums .  $  148,369.06 

Prepaid  rent  and  taxes .  133,733-13 

Inventory  of  supplies .  285,044.19 

Travel  advances,  prepaid  service  contracts,  etc .  31,009-86 


24,071,858  84 


Total  deferred  assets .  598,156.24 

Goodwill  and  Other  Intangible  Assets .  1.00 


$53,599,153.21 


& 
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ST*  INC.  AND  SUBSIDIARIES 
anam~~  January  31,  1935 

\  Current: 


LIABILITIES 


Accounts  payable  for  merchandise,  etc .  $  3,111,144.20 

Accrued  accounts,  including  federal,  state  and  local  taxes .  1,270,190.35 

Installments  on  mortgages,  mortgage  bonds  and  long  term  obligations  of 

subsidiaries — due  within  one  year .  262,500.00 

Notes  payable  to  closed  banks  (in  litigation) .  77,423.55 


Total  current  liabilities. 


$  4,721,258.10 


Long  Term  Obligations  of  Subsidiaries: 

Real  estate  mortgages,  mortgage  bonds,  etc.  (payable  1936-1944) .  $  7,963,750.00 

First  and  general  mortgage  6%  sinking  fund  gold  bonds  of 
Pomeroy  Realty  Company — due  1951  (subject  to  sinking 
fund  requiring  annual  payments  totalling  $77,500): 

j  Authorized  (Note  A) .  $  3,900,000 

Less — authenticated — not  issued  and  held  in 

|  j  escrow .  $700,000 

'■  '  Retired  through  sinking  fund .  75,000 

Owned  by  Pomeroy’s,  Inc.  (including 

[  $8,950  held  for  sinking  fund) .  243,900  1,018,900  2,881,100.00 


Total  long  term  obligations. 


10,844,850.00 


Reserves: 


For  contingencies,  revaluation  of  merchandise,  etc .  $  1,264,582.09 

Miscellaneous .  135,107.60 


Total  reserves . 

Unearned  Income . 

Preferred  Stocks  of  Pomeroy  s,  Inc.,  in  Hands  of  Public  (Note  E): 
First,  second  and  third  preferred — 6%  cumulative — par  value  $100  per  share 
(including  $14,100  par  value  of  first  preferred  stock  in  default  of  retirement 

under  charter  obligation) . 

Accrued  dividends . 


$  1,442,600.00 
88,878.77 


Total. 


Capital  and  Surplus: 

Preferred  stock — cumulative — par  value  $100  per  share: 

Authorized— $60,000,000 

Issued — 6(7%  convertible .  $23,733,700.00 

Less— in  treasury .  2,376,800.00  $21,356,900.00 


1,399,689.69 

100,815-52 


1,531,478.77 


Common  stock — without  par  value — stated  at  $1  per  share: 

Authorized — 2,500,000  shares  (Note  C ) 

Issued  — 1,357,489  shares .  1,357,489-00 

Surplus  (Note  D): 

Capital .  $11,134,595-56 

Earned  (from  February  1,  1933) .  1,152,076.57  12,286,672.13 


Total  capital  and  surplus .  35,001,061.13 


$53,599,153-21 
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ERNST  &  ERNST 


ACCOUNTANTS  AND  AUDITORS 
SYSTEM  SERVICE 

NEW  YORK 

19  RECTOR  STREET 


March  25,  1935, 

Hahn  Department  Stores,  Inc., 

New  York,  N.  Y. 

We  have  made  an  examination  of  the  consolidated  balance  sheet  of  Hahn 
Department  Stores,  Inc.  and  its  subsidiary  companies  as  at  January  31,  1935  and 
of  the  statement  of  consolidated  income  and  surplus  for  the  fiscal  year  ended  at  that 
date.  In  connection  therewith,  we  examined  or  tested  accounting  records  of  the 
companies  and  other  supporting  evidence  and  obtained  information  and  explanations 
from  officers  and  employees  of  the  companies;  we  also  made  a  general  review  of  the 
accounting  methods  and  of  the  operating  and  income  accounts  for  the  year  except 
those  of  Pomeroy’s  Inc.,  and  its  subsidiary,  and  Smith-Kasson,  Inc.,  which  were 
reviewed  from  the  dates  of  their  acquisition  during  the  year.  We  did  not  make  a 
detailed  audit  of  the  transactions  of  any  of  the  companies. 

Sufficient  provision,  in  our  opinion,  has  been  made  for  doubtful  customers 
accounts.  The  inventories  of  merchandise  were  certified  to  us  by  the  store  manage¬ 
ments  as  to  condition  and  salability  and  to  have  been  valued  not  in  excess  of  the  lower 
of  cost  or  market  by  the  retail  inventory  method  and  with  respect  to  merchandise 
in  transit  or  at  mills  at  the  lower  of  cost  or  market.  We  made  tests  of  the  appli¬ 
cation  of  the  methods  and  of  the  related  computations. 

Permanent  assets  are  stated  on  the  basis  of  cost  values  which  are  not  intended  to 
represent  present  realizable  values  of  such  assets.  Reasonable  provision  has  been 
made,  in  our  opinion,  for  depreciation  accruing  during  the  year  by  a  charge  against 
current  operations  which  is  based  upon  the  same  policies  and  rates  followed  in 
preceding  years. 

Provision  has  been  made  for  all  ascertained  liabilities  at  January  31,  1935  and 
reserves  have  been  provided  for  other  contingent  requirements. 

In  our  opinion,  based  upon  our  examination,  the  accompanying  consolidated 
balance  sheet  and  related  statements  of  income  and  surplus  fairly  present  the  financial 
position  of  the  combined  companies  at  January  31,  1935  and  the  results  of  their 
operations  for  the  fiscal  year  ended  at  that  date  including,  from  the  dates  of  their 
acquisition,  the  operations  of  subsidiaries  acquired  during  the  year.  Further,  it  is 
our  opinion  that  the  statements  have  been  prepared  in  accordance  with  accepted 
accounting  principles  and  on  a  basis  consistent  with  the  preceding  year. 

ERNST  &  ERNST, 

Public  Accountants . 
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STCKji ,  OWNED  BY  HAHN  DEPARTMENT  STORES,  INC. 

JORDAN  MARSH  COMPANY  -------  Boston,  Mass. 

C.  F.  HOVEY  COMPANY .  -  -  Boston,  Mass. 

L.  S.  DONALDSON  COMPANY  ------  Minneapolis,  Minn. 

THE  BON  MARCHE . Seattle,  Wash. 

THE  GOLDEN  RULE . St.  Paul,  Minn. 

THE  ROLLMAN  &  SONS  COMPANY  -  -  Cincinnati,  Ohio 

JOSKE  BROS.  CO.  --------  San  Antonio,  Texas 

HERPOLSHEIMER  COMPANY  -----  Grand  Rapids,  Mich. 

THE  TITCHE-GOETTINGER  COMPANY  -----  Dallas,  Texas 

O'NEILL  &  COMPANY,  INCORPORATED  -  -  -  -  Baltimore,  Md. 

QUACKENBUSH  COMPANY  -------  Paterson,  N.  J. 

THE  A.  POLSKY  COMPANY .  -  Akron,  Ohio 

SMITH-KASSON,  INC.  -  - . Cincinnati,  Ohio 

THE  MOREHOUSE-MARTENS  COMPANY  -  -  -  Columbus,  Ohio 

THE  JAMES  BLACK  DRY  GOODS  COMPANY  -  -  -  Waterloo,  Iowa 

RUDGE  &  GUENZEL  COMPANY  ------  Lincoln,  Nebr. 

MAAS  BROTHERS,  INC.  --------  Tampa,  Florida 

THE  MEYER'S  COMPANY  -------  Greensboro,  N.  C. 

THE  L.  H.  FIELD  COMPANY  -------  Jackson,  Mich. 

F.  N.  JOSLIN  COMPANY  --------  Malden,  Mass. 

THE  MULLER  COMPANY,  LIMITED  -  -  -  -  Lake  Charles,  La. 

LOUIS  SAMLER,  INC.  (THE  BON  TON)  -----  Lebanon,  Pa. 

POMEROY'S,  INC. 

Reading  -  Harrisburg  -  Wilkes-Barre  -  Pottsville,  Pa. 

A.  E.  TROUTMAN  COMPANY 
A.  E.  Troutman  Company  -  Greensburg,  Pa. 

A.  E.  Troutman  Company  -----  Indiana,  Pa. 

The  Troutman  Company  -  -  -  Connellsville,  Pa. 

Tiie  Troutman  Company  -----  Dubois,  Pa. 

S.  P.  Reed  Co.  --------  Latrobe,  Pa. 

Alf.  M.  Reiber  A  Bro.  Co.  -----  Butler,  Pa. 
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